General Business Conditions. 





HE recent partial breakdown of our 

transportation system, causing in 

some quarters a refusal to renew 

credits, has resulted in realizing 

sales of merchandise. However, there 
is a tendency to exaggerate their importance in 
the general business situation. There is no doubt 
that credit here, as in all of the principal countries 
of the world, is inflated. _But it would be a mis- 
take to assume that we are on the eve of imme- 
diate deflation on a large scale. The great need 
of the time is an increase of production, and in 
the long run a large output of necessary goods 
will be the chief instrument in reducing the rela- 
tive amount of credit used in the conduct of busi- 
ness. Immediate and drastic steps should be 
taken to cure our transportation evils, but when 
it comes to what is called the rationing of credit, 
it is important that every case be considered on 
its individual merits, and that the greatest dis- 
crimination be exercised in order to facilitate the 
production of necessary goods. 


Inadequate Transportation. 


The most serious phase of our present situation 
is the deplorable state of railway transport. 
The outlaw strike of the switchmen, which has 
not yet come to an end in some parts of the coun- 
try, has almost paralyzed the movement of 
goods. In all industrial centers, railroad ter- 
minals and ports, merchandise is gathered in 
mountains awaiting shipment. During the 
month of April over fifty thousand automo- 
biles were driven from western factories to 
distribution points in the East and elsewhere, 
in some cases being carried under their own 
power for more than one thousand miles. At 
a time when the foreign demand for American 
cars is largely increasing, inadequate railroad 
transportation has reduced the automobile in- 
dustry to sixty-five per cent of its normal pro- 
duction and has had an even more disastrous 
effect on the steel business. In 1916, 1917 
and 1918, the per ton mile of freight increased 
47 percent, while the freight cars in 
service during the same period increased only 
19%. In many of the great cities, and espe- 
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cially in New York, the food supply of the 
population is being jeopardized. As was said 
in the Bulletin of the Merchants Association of 
New York, “a condition which compels south- 
ern farmers to plow their crops under while 
the consumers of this city cannot puzchase 
food is intolerable.” The impossibility of mov- 
ing fréight from places where it is produced 
to points where it is needed has put a heavy 
strain upon bank credit. In the Northwest, it 
is urgent that grain be moved, and yet in that 
region there are 73% more coal cars and 16% 
fewer box cars than are needed. As a result, 
it has been necessary to extend paper, which 
should run only ninety days, to eight and even 
ten months, because the owners of the grain 
cannot realize on it. In the same way, the tie- 
up of transportation has had a disastrous effect 
upon our entire industrial and commercial life. 
Until this great problem is solved, the business 
life of the country can not continue to func- 
tion properly. 


Retail Trade. 


The insufficiency of railroad transportation and 
the tightening of credit have brought about clear- 
ance sales of merchandise at retail, and this move- 
ment, begun in the east, has somewhat affected 
other centres. Unseasonable weather and the tie- 
up of funds left some retailers with large stocks 
on hand. Then the banks demanded liquidation 
and the public, having finished its saturnalia of ex- 
travagant spending, struck at the high prices. Re- 
ductions of from 20 to 50 percent created an 
unprecedented demand. Some department 
stores have even cut the price of food in their 
restaurants, and in Omaha the prices of auto- 
mobiles have been reduced by from $250 ta 


Shoes, cotton and woolen goods, silks and 
furs have met with important reductions. As 
an indication that extravagant buying has di- 
minished, jewelry: and other luxuries even 
show a lessened demand at the lower prices. 
For more than three years retailers have been 
competing with each other to get goods and 
this competition has resulted in an inflation of 
credit. 
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Not too much should be expected, however, 
from the sporadic price-cutting of the moment. 
This country, as well as the rest of the world, 
is suffering from an under-production of es- 
sential goods, and a permanent lowering of 
prices is dependent upon the deflation of credit 
and currency and a reduction of industrial 
costs by a scaling-down of wages and of the 
cost of primary materials. These operations 
require time, and until they are accomplished, 
and until production is notably increased, it 
is improbable that a lower permanent price 
level will be maintained. 


Manufacturing Activity. 


Throughout the country generally the defec- 
tive railroad service throws its shadow over 
manufacturing operations. In steel and al- 
lied industries, the delay in obtaining raw 
materials, if long continued, may become most 
serious. Unfilled steel orders appear to be 
unusually heavy, but this is owing to the 
fact that shipments which should have been 
made sometime ago are still held up. Ameri- 
can steel and iron are keenly demanded 
abroad, at prices somewhat above those here. 
In the Pittsburgh region, there is a stupendous 
accumulation of about 1,500,000 tons. The en- 
tire steel industry as well as other important 
lines are facing the possibility of a serious coal 
shortage, which would tend not only to ham- 
per manufacturing operations, but to increase 
their cost. The curtailment of production in 
steel and related branches is causing such con- 
cerns as Ford. of Detroit and others to reduce 
their office forces by 20 per cent. In the 
South, the iron production is large, with or- 
ders from Italy and Germany in hand, but lack 
of transportation is holding business in check. 


Textiles. 


All the textile raw materials, wool, cotton, 
jute, silk, etc., are tending lower, and the 
stocks which manufacturers have on hand, with 
some exceptions, are not large. Manufac- 
turers generally regard some reduction in prices 
as inevitable, and would in fact welcome it, 
desiring of course that it should be gradual in 
order not to demoralize operations. 


Some of the larger manufacturers of woolen 
goods have recently declared wage increases, 
the American Woolen Company adding 15%, 
which will total, since January, 1916, an in- 
crease of 111% to its employes. The following 
remarks made by Mr. Nathaniel Stevens, presi- 
dent of the Woolen Goods Exchange, at the 
annual meeting in New York, shows the basic 
conditions in this industry: 

“At the time of our last annual meeting the industry was 
recovering from depression caused by cancellation of Gov- 
ernment orders. During the last year we have been in the 
midst of an active market with advancing prices. The 


scene has changed again, and we are face to face with 
serious problems. We have now before us the problems 


which fated the manufacturers at the close of the Civil 
War. They are problems which this generation has never 
been called upon to meet. 

“We are confronted with high priced raw materials and 
extreme labor costs, which in the future must be revised. 
One of the most serious situations we have to consider 
is the utterly deplorable condition of the transportation sys- 
tem of the country. It is a great industry which is vital 
to our own business, Without sufficient transportation to 
move our inward and outward freight, it is useless to manu- 
facture. I have no hesitation in saying that millions of 
dollars’ worth of goods are in the hands of the manufac- 
turers which could be consumed but for inadequate trans- 
portation. 

“We are fortunate at this time in having a good bank- 
ing system and a population of more than 100,000,000 people 
to consume our products. The days of wearing overalls 
and worn-out clothing will soon be over, and when the con- 
suming public believes _ stable, a demand will arise 
which will employ machinery to its fullest extent.” 


The retail stores are cancelling their orders 
for clothing on a very considerable scale. The 
most difficult problem that is facing not only 
the manufacturer and jobber of woolens, but 
the maker of apparel, is to determine how far 
the present tendency of the public to reduce 
their purchases of clothing will go. 


Cotton Goods. 


If transportation and the price situation were 
normal, it is probable that, in the aggregate, 
the accumulations of cotton goods at the mills 
would not overwhelm the market. The con- 
sumer, feeling that retail prices are too high, 
shows a tendency to restrict his purchases. 
The American Wool and Cotton Reporter, recog- 
nizing that prices must be reduced in order to 
bring the public into the market on a large 
scale, has this to say: 


When over 75 cents a yard is asked for ordinary percales 
of unsatisfactory patterns, and when 150 per cent. gross 
profit, or more, is asked for low quality voiles, it is time 
to call a halt. The manufacturer has obtained large profits, 
but they are ridiculously small as compared with what the 
retailer has been adding to the price of goods, and which 
have been responsible for the reduced distribution. A 
much better balance between supply and demand has been 
established, and it probably, will not be long before there 
will be a much more stable market, and a buyer can place 
orders with reasonable assurance that lower prices cannot 
be expected before the goods can be disposed of. 


Farm Production and Food Products. 





According to present indications, the cotton 
crop will not be any better than last year. Ex- 
cessive rains in the southeastern states have 
necessitated a great deal of replanting, al- 
though in Texas it is believed that they have 
improved the crop. Some decline in the Brit- 
ish and general European demand for cotton 
has been noticed recently, the disinclination to 
buy being accentuated by the depreciation of 
their exchanges. On the continent, some mer- 
chants are seeking to cancel their cotton ship- 
ments due for delivery next fall. The produc- 
tion here is suffering from an acute shortage 
of labor, and while some advocate a large in- 
crease in acreage, others fear that there are not 
enough laborers to care for the plant during 
its growing period, especially if the heavy 
rains cause an unusual growth of grass. Ac- 
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cording to the United States census bureau,’ 


the supply of raw cotton is at the lowest point 
in history. It is estimated that in all the mark- 
ets of the world, the total supply of American 
cotton is abeut 4,000,000 bales, of which nearly 
one-third cannot be used for spinning. A reso- 
lution was recently passed by Congress re- 
questing American consuls to co-operate with 
governmental departments in order to deter- 
mine how much cotton will be needed by 


manufacturers abroad before the 1920 crop be- 


comes available. 
Grain and Foodstuffs. 


In the northwest a marked improvement in 
the weather permits the sowing of barley and 
oats, and corn will soon be planted. The wheat 
acreage, although less than that of last year, 
will be made up by a larger sowing of barley, 
oats and flax. In the southwest, abundant rain 
and warmer weather are rapidly bringing the 
wheat crops to maturity. In general, winter 
wheat is making satisfactory progress and in 
many instances has shown recently a very 
marked improvement. Generally speaking, the 
early sown spring wheat has come up to i 
good stand. Both oats and barley are doing 
especially well in the central part of the coun- 
try. 

Prices paid for farm products at the farm 
show a decided tendency to recover from their 
recent slump. According to the monthly re- 
port of the Department of Agriculture, pro- 
ducers of the principal crops received a gen- 
eral advance of 8.4 per cent. over the figures 
for April. On the other hand, there are many 
indications that the prices of food will begin 
to decline very soon. According to Mr. H. H. 
Jones, Commissioner of Foods and Markets of 
New York City, the food cost decline is not a 
deliberate price-cutting. 

“It is the natural development of natural causes, It 
points to a steady decline all through the summer as the 
supplies increase. Last week farm products went down 
markedly except in the case of potatoes, for large supplies 
were coming in from the South. With good weather keep- 
ing up, the Interstate Commerce Commission seeing to it 
that shippers get freight cars and the transportation situ- 
ation clearing up generally there ought to be good news 


for Mr. and Mrs, Charles J. Consumer and the little con- 
sumers. 

“Retailers have had a part in the price reduction by re- 
fusing to pay the extortionate prices demanded by the 
wholesalers, Let consumers take the hint in food and in 
everything else and we will see prices come down with a 
tun and stay down. Something of that sort is going on 
now. Vegetables have fallen off 20 to 25 per cent. Meat 
on the hoof is dropping because the farmer finds it too 
costly to feed and must sell. Lambs have dropped 2 cents 
a pound, for example. Veal is on 1 cent and hogs 3 
cents in the last two or three weeks. The farmer is get- 
ting lower prices for his butter and eggs. The whole situ- 
ation is encouraging.” 


Bradstreet’s Index Number for the week end- 
ing May 22, based on the prices per pound of 
thirty-one articles used for food, is $4.97, which 
compares with $4.97 for the week previous and 


$5.09 for the week ending May 22, 1919. This 


week’s number is unchanged from last week, but 
shows a loss of 2.3 per cent. from the like week 
of last year. 

Among the staple grains, corn is down 10 
cents a bushel; rye, 12 to 18 cents; oats, 6 
cents; barley, 5 to 7 cents; wheat, 15 to 20 
cents. As a result, flour is cheaper and meat 
also. It is probable that dairy products will 
also decline as soon as transportation improves. 

Sugar. 

Mr. Hoover, testifying before the House 
committee regarding the sugar situation, de- 
clared that the price per pound, instead of 22 
to 25 cents, would now be 12% cents if the 
sugar equalization board had been authorized 
to purchase the Cuban crop last July, when it 
was offered at 6% cents. Mr. Hoover re- 
marked that one of the reasons for the high 
cost of sugar to-day was the world competition 
for the Cuban crop. He said that the Cuban 
planters themselves, even though they bene- 
fited tremendously, for the time being, from 
the high prices prevailing, were opposed to 
them. because it means that sugar production 
will be greatly stimulated in all parts of the 
world and thus will ultimately react against 
them. Mr. Hoover recommended rationing of 
sugar as a means of preventing its price from 
going higher. 


Labor Conditions. 





As has already been remarked, the dearth of 
transportation, reducing supplies of fuel and 
raw materials, has caused much idleness in 


the industrial centres. In Detroit, 30,000 men 
are out of work. At Haverhill, the shoe fac- 
tories have dropped nearly 1,000 cutters. Many 
cotton goods mills, especially in New York, 
are contemplating a shutdown, as their em- 
ployees appear disinclined to work on full 
time, while in Bridgeport some plants are oper- 
ating only three days a week. 

There is a curious situation among the tex- 
tile workers, where 15 per cent. wage increases 
have recently been granted, affecting 300,000 
operatives, in spite of the fact that there has 
been heavy reductions in the retail stores of 
cotton and woolen apparel. 

It is on the farm that the labor shortage is 
most acute. Unless immediate steps are taken 
to shift more workers to the farms, there is 
danger of a drastic curtailment of agricultural 
production. For some time, as we have on 
several occasions pointed out, the “farm to 
city” movement of labor has been increasing 
the output of automobiles, steel products, etc., 
at the expense of the nation’s food supply. Not 
only the high wages, but the short hours are 
an inducement for the farm hands to seek em- 
ployment in the city. From all parts of the 
country, with the exception of the Pacific 
states, nothing seems to stop this emigration from 
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the land. The Council of National Defence will 
be asked by Secretary of War Baker to consider 
the advisability of curtailing some of the non- 
essential industries in order to divert labor to 
farm work. We have here a problem whose solu- 
tion is of the utmost urgency, for agricultural 
production on a large scale is of vital moment, 
not only for our own people, but for the entire 
world. 


Renewed Immigration. 


According to the Journal of Commerce, in 
spite of fewer steamship entries, nearly 9,000 
new immigrants arrived at Ellis Island last 
week. The Superintendent, Mr. P. A. Baker, 
said: 

Immigrants are coming to this country as fast as the 
limited transportation facilities can bring them. 

There is every evidence that even with the post-war 
passport restrictions there would be the greatest rush of 
people to this country ever known in the history of immi- 
gration if there were only ships to bring them. ‘ 

Few of the immigration theorists ever stop to consider 
what New York as a port, suffered by the war. 

Considering the great loss of ships and the further cur- 
tailment by the passport requirement, the average of 10,000 
incoming aliens a week must be taken to mean that if the 
old vessels were here again we would be swamped with 
immigrants seeking to put war-stricken Europe behind them, 


The Revival of Railroad Credit. 


In the nine months subsequent to last July, 
practically no financing was undertaken by 
any American railroad for the purpose of rais- 
ing fresh capital for additions, betterments or 
equipment. Such a long period of absence 
from the investment markets is without prece- 
dent. The past two months, however, have 
witnessed a surprising revival, approximately 
$200,000,000 of new securities having been is- 
sued by the railroads and purchased by in- 
vestors. This change is due primarily to two 
causes. 

The Transportation Act of 1920 became a 
law on February 28th, and has been generally 
accepted as the first really constructive rail- 
road legislation since the Interstate Commerce 
Act itself. Increased confidence in railroad se- 
curities was promptly demonstrated by a rise 
in prices on the Stock Exchange. 

Second, the offerings by some of the premier 
railroads of their ten year 7% bonds at par 
have made an appeal that investors could not 
resist. One must go back forty-five years to 
find the Pennsylvania Railroad Company, for 
example, selling a 7% obligation. 

No deterioration of railroad credit is indi- 
cated by the high bases on which this recent 
financing has been done, since industrial cor- 
porations of the best credit have contem- 
poraneously offered their bonds and notes to 
the public on a 744% and 8% basis. These 
very high rates are world wide and reflect the 
enormous demand for capital by enterprise of 
all kinds. The fact is that railroad securities 
have always been preferred investments in 





this country, and it should be possible for a 
number of strong companies to raise substan- 
tial amounts of money from time to time un- 
less the entire investment market receives a 
check. The recent railroad financing has been 
confined to those carriers enjoying the high- 
est credit, such as the Pennsylvania, New York 
Central, Northern Pacific, etc., but the public 
financing of the weaker roads is, in all prob- 
ability, out of the question for the moment. 

Commerce requires large amounts of money 
to be spent on the railroads but all borrowers 
are seriously embarrassed by the state of the 
market. In investment banking there are 
three reservoirs from which to draw; that of 
institutional money, that of large individual 
capital, and that of small capital. The reser- 
voir of institutional capital is available only 
to a very limited extent at the present time. 
The reservoir of large individual capital is 
practically closed to taxable securities, and 
it is, in any event, greatly diminished in size 
as the result of the surtaxes on incomes. 
Therefore the investment bankers must turn 
to the reservoir of small individual capital, 
which is a very broad one, and one which has 
increased in size materially since the begin- 
ning of the war, but it is a very shallow reser- 
voir and is drained dry by a rapid output of 
new securities. For this reason investment 
bankers have been very cautious in estimating 
the amount of public financing that the rail- 
roads could successfully do this year. 


The Needs of the Railroads for New Capital. 


Every industry needs more capital today 
but not one needs it more desperately than 


the transportation industry. The railroads’ 
problem is the more acute because they must 
make up past deficiencies as well as prepare 
for future needs. A progressive management 
endeavors to keep from five to seven years 
ahead of actual traffic demands. Today the 
railroads are far behind current demands. The 
blame for this situation rests on the public, 
not on the railroad managements. After the 
adverse decision in the 1911 Rate Cases the 
amount of new money which the railroads 
were able to raise by the sale of their securi- 
ties steadily diminished. The amount invested 
in 1916 was only 30% of the amount .invested 
in 1911. While an average of $600,000,000 per 
annum was spent for additions, betterments 
and equipment during the two years of Federal 
control, this sum, because of the great advance 
in the prices of labor and materials, was far 
short of the minimum requirements. It will 
be impossible to correct in a few months the 
deficiencies which have been accumulating for 
years. The shippers who a few years ago 
fought the railroads before the Commission so 
vigorously must for the present be content 





with the kind of transportation they were 
willing to pay for. The country is now pay- 
ing the price of the policy of repression which 
dates back to 1911. 


Testimony was recently offered in Washing- 
ton by railroad executives showing that $610,- 
000,000 of equipment is needed at once if the 
carriers are to give good service. These esti- 
mates call for 


100,000 freight cars costing $370,000,000 
3,000 passenger cars “ 000 
1,000 baggage cars 
2,000 locomotives 


“ 29,000,000 
“ 130,000,000 


Between 1906 and 1916, 150,600 new freight 
cars were put in service annually, while 80,000 
to 85,000 were retired each year. In 1917-1918- 
1919, new cars averaged less than 100,000 per 
year. In the decade prior to the war, 3,100 
new passenger cars were added to the equip- 
ment list annually. In 1918 only 131 new cars 
were delivered and in 1919 only 292. By a 
similar calculation it is demonstrable that 
there is a present shortage of 3,000 locomo- 
tives. 


The necessity of getting maximum service 
out of existing equipment prevents proper 
maintenance. In August, 1917, 14% of the 
freight locomotives of the country were in bad 
order. In January, 1920, 27.3% were non- 
serviceable. Complaints are also general that 
freight equipment has seriously deteriorated 
during the Federal control period. 


The Transportation Act appropriated $300,- 
000,000 to be used for the purpose of enabling 
the carriers properly to serve the public dur- 
ing the transition period immediately follow- 
ing Federal control. The framers of the legis- 
lation believed that the other provisions of the 
Act would restore credit sufficiently to enable 
the stronger companies to finance themselves 
and that this fund should be largely reserved 
for the weaker roads. In view of the urgent 
demand for increased facilities the proposal 
has recently been made that an additional 
$300,000,000 to $500,000,000 be appropriated. 
While it is perfectly true that the United 
States could scarcely invest money to greater 
advantage than by assisting the railroads, it 
is also true that such further appropriation 
cannot be justified if more burdensome taxa- 
tion should result. The Government already 
owns $354,000,000 of equipment trust certifi- 
cates and $490,000,000 of additional debt evi- 
denced by bonds or notes; if the $300,000,000 
appropriated by the Transportation Act is also 
invested forthwith in railway loans the Gov- 
ernment will hold approximately $1,100,000,- 
000 of the railway securities of the country. 


The Railroad Blockade. 


Railroad transportation during the past 
month or so has come perilously close to a 
complete breakdown. The shortage of facili- 
ties described above, is only in part respons- 
ible. The so-called “outlaw” switchmen’s 
strike, intensifying the shortage of man power 
on the roads, is far more to blame. Western 
shippers were so roused that a delegation ap- 
peared in Washington before the House and 
Senate Committees on Interstate Commerce. 
They testified that there are 32,000,000 bushels 
of grain of last year’s crop in country eleva- 
tors which cannot move into consumption be- 
cause cars are not available. They also re- 
ported that there is today a large amount of 
grain in the terminal elevators in Minneapolis 
that was sold for export as long ago as last 
December. The general manager of a short 
line railroad in Texas testified that on the 
Rio Grande within the past sixty days farmers 
have lost, according to calculations, over $1,- 
000,000 on cabbages and potatoes which rotted 
because there were no cars. From the Pitts- 
burgh district comes the report that a million 
and a half tons of fabricated steel have accu- 
mulated in the mills. It is also said that a 
car load of steel which left Pittsburgh Jan- 
uary 4th arrived in New York May 14th. Mo- 
tor trucks have been utilized to a considerable 
extent, but the increased expense, which must 
ultimately fall on the consumer, is enormous. 
One shipper who engaged three trucks to send 
a consignment of goods from New York to 
Pittsburgh found that the cost of such trans- 
portation was five cents a pound, or about 
twenty times the railroad rate of less than one 
cent a ton mile. That the railroads have ap- 
pealed to the Commission to exercise the 
emergency powers granted by the Transpor- 
tation Act is no confession of the failure of 
private managements to make good—as a few 
newspapers that have for years tried to foist 
government ownership on the country have 
promptly alleged. 


The Duty of the Interstate Commerce Commission. 


On April 7, 1920, Judge C. A. Prouty, Di- 
rector of the Bureau of Valuation, stated in a 
remarkable address before the Chicago Asso- 
ciation of Commerce: “Nothing can improve 
railroad credit like a liberal attitude on the 
part of the Commission which would enable 
the carriers to accumulate something substan- 
tial for the first year or two in addition to 
their bare necessities. I believe, therefore, 
that if you desire to make private operation a 
success your first thought should be to secure 
the carriers rates that are too high rather 
than too low.” 


The Commission used to consider its princi- 
pal function to protect the public against the 
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carrier. It is now directed by statute to pro- 
tect the carrier and preserve the fair interest 
of the railway investor. 

Before the first of September, the Commis- 
sion must readjust the rate schedules in order 
that the carriers as a whole may earn in the 
various rate-making regions, not less than 
5%4% on the fair values of the properties en- 
gaged in the service of transportation. The 
work of the Bureau of Valuation is not far 
enough advanced to be of much help in deter- 
mining what the fair value is at this time and 
the Commission must find some temporary 
standard. At hearings held in Washington, 
March 22nd-24th, the railroad executives urged 
the use of the railroads’ figures of value, 
namely, the property investment account, as 
the standard pending the completion of the 
final valuations. While admitting some im- 
perfections in these accounts, we confidently 
believe that the element of error is so small 
at the present time as to be negligible. The 
temporary use of the book values would be 
reassuring to investors and a convincing proof 
of a liberal attitude on the part of the Commis- 
sion. 

Replacement Costs. 

An extremely interesting study in defence 
of the property investment accounts has been 
presented to the Commission, which expands 
the tentative value found in the cases of the 
Texas Midland, Kansas City Southern, Win- 
ston-Salem Southbound and in the Rock Island 
engineering and land reports. The compu- 
tation is made as follows: 

The average cost of the locomotives, 1,895 in 
number, owned by these: four railroads as of 
June 30, 1915, was $15,400.43 each, as reported 
xy the Commission. Applying this average 
cost to the 66,502 locomotives in the United 
States on that date, the locomotives of all the 
railways would be worth $1,024,159,396. A 
similar process was applied to all the equip- 
ment with the result that the total reproduc- 
tion cost of equipment in the United States 
was $3,776,944,805. The value per mile of 
station buildings, shops, shop machinery, en- 
gine houses, bridges, terminals, etc., was 
similarly arrived at. Thus the total cost of 
r-production for all railroad property, exclu- 
sive of single main line track amounts to $9,- 
549,334,129. That this figure is below that 
which the Commission will ultimately find for 
the railway plant of the country, exclusive of 
main line track, is a fair assumption in view 
of the character of the four properties which 
are here used as a basis. 

The property investment account of the car- 
riers on June 30, 1915, was $17,405,069,256. De- 
ducting the $9,549,334,129 (stated above) 
leaves $7,855,735,127 to represent the cost of 
reproducing the 238,246 miles of single track 
road, or $32,973 per mile. 


On the basis of the units and unit prices re- 
ported by the Commission, cost of reproduc- 
tion of the single track mileage of the Rock 
Island Railway is $32,512 a mile. The Rock 
Island is a prairie road and the land values in 
the territories served by it are relatively low 
as compared with the country as a whole. 
Therefore, when the property investment ac- 
count thus analyzed results in a valuation of 
$32,973 per mile of single track for all the 
railways of the country, compared with the 
valuation, as reported by the Commission for the 
Rock Island of $32,512, it is clear that the prop- 
erty investment account is fully sustained. 


Higher Rates Imperative. 


After the temporary valuation of railroad 
property has been determined the Commission 
must establish rates, to conform to the require- 
ments of the Transportation Act, of a minimum 
of 514%, but the law allows the addition of a 
further 4 of one per cent, in the discretion of the 
Committee. It is to be hoped that the Commis- 
sion will be guided by Judge Prouty’s suggestion 
and make rates too high rather than too low, aim- 
ing to let the roads earn the full 6% permitted by 
the statute. Since no one can forecast the volume 
of traffic which the railroads will move in the year 
to come, the readjustment of rates to produce a 
return of 5% or 6% is a problem of the great- 
est difficulty. Should the net operating income 
fall short of 514%, the whole purpose of the 
Transportation Act—the restoration of railroad 
credit—is defeated. On the other hand, a 6% 
return will place the roads in a position of 
reliance on their own credit and should termi- 
nate their dependence on the United States 
Treasury for financial assistance. The sooner 
the United States Government can get out of 
the railroad business the better for the Gov- 
ernment and the railroads. 


The Interstate Commerce Commission has 
become so powerful a body that great interest 
has been manifested in the appointments for 
the three places to be filled, the membership 
of the Commission having been’ enlarged 
from 9 to 11, and one vacancy already existing. 
The appointments, which have not yet been 
confirmed by the Senate, are as follows: Henry 
Jones Ford, Professor of Politics, Princeton 
University ; James Duncan, of Quincy, Mass., 
formerly Vice-President of the American Fed< 
eration of Labor, and Mark W. Potter, New 
York, President of the Carolina, Clinchfield & 
Ohio R.R. and a member of the law firm of 
Hornblower, Miller, Garrison & Potter. This 
is the first time a railroad executive has been 
appointed to the Commission and the selection 
is a fortunate one. Mr. Potter is admirably 
qualified for the position, having been con- 
nected with successful constructive enterprises 
and understanding thoroughly the problems of 
the railroads, 





Proposed Amendment to the Transportation Act. 


On May 7 some of the leading investment 
bankers of New York appeared before the 
Senate Committee on Interstate Commerce at 
the invitation of its chairman. Following their 
suggestion, a very helpful amendment to the 
Transportation Act has been introduced. By 
its terms the Act requires the repayment of 
loans made out of the $300,000,000 revolving 
fund within a five-year limit. Since few, if 
any, railroads could safely undertake to purchase 
new equipment on such a short term basis the 
amendment extends the time for repayment to 
a maximum of fifteen years. 

The language of the Act setting forth the 
purpose for which the revolving fund may be 
used, reads as follows: 

“For the purpose of enabling carriers by railroad sub- 
ject to the Interstate Commerce Act properly to serve the 
public during the transition period immediately following 
the termination of Federal control, any such carrier may, 
at any time after the passage of this Act and before the 
expiration of two years after the termination of Federal 
control, make application to the Commission for a loan 
from the United States, setting forth the amount of the 
loan and the term for which it is desired,” etc. 

The question having arisen whether the 
Treasury Department could lawfully loan 
money to the railroads to take care of maturi- 
ties, the amendment reads: 

“Any such carrier may . . . . make application to the 
Commission for a loan from the United States to meet its 
maturing indebtedness, or to provide itself with equipment 
or other additions and betterments.” 

However, since the amendment was written 
the Attorney-General has handed down an 
opinion that the phraseology of the original 
Acts permits the use of the revolving fund to 
meet maturities. The railroad executives there- 
upon suggested the following allocation of the 
fund: 

(a) Temporary reserve for claims and judg- 
ments 

(b) Appropriation for short line railroads 

(c) Temporary reserve for maturities 

(d) Appropriation to aid in acquisition of equip- 
ment 


(e) Appropriation for additions and betterments 
which will permit better movements of cars 73,000,000 


$40,000,000 
12,000,000 
50,000,000 


125,000,000 


Cadebdeoseesaebescgaves vee $300,000,000 


Total ... 


The Interstate Commerce Commission has 
announced that it will utilize $125,000,000 at 
once to assist the financing of equipment pur- 
chases. 


Readjustment of Freight Rates. 


On May 24th hearings began before the In- 
terstate Commerce Commission on the needs 
of the railroads for increased rates. In the 
year ended Dec. 31, 1919, the railways actually 
earned $510,000,000 net operating income, but 
had the present level of costs been in operation 
throughout the whole of 1919 the year’s net 
would have been only $220,000,000, equivalent 
to about 2% return on the property invest- 
ment of the western carriers, about 12 of 1% 


for the southern roads and about 1/5 of 1% for 
the eastern roads, or a general average of a 
little over 1%. Without taking into consid- 
eration further wage increases which will 
doubtless be granted by the Railway Labor 
Board now in session, the roads will require 
an increased revenue of more than $1,000,000,- 
000 if they are to receive 6% on their property 
investment. To meet the deficit under 6% 
would require increases in the present freight 
revenues of 30.43% in the eastern district, 
30.95% in the southern and 23.9% in the west- 
ern territory. 

In presenting the railways’ case Mr. Howard 
Elliott, Chairman of the Northern Pacific, 
said: “We appear before you not primarily as 
railway officials, trying to extract all we can 
from the American public for the benefit of 
railway security owners, but rather as quasi- 
public servants charged with the very great 
responsibility of so operating and developing 
the railways that they may render adequate 
service and the country may continue to grow.” 

Very little opposition to the necessary rate 
increase has been manifested by shippers, 
which is good proof of their realization that 
they cannot expect good service unless they 
are prepared to pay good rates. To quote 
again from Judge Prouty’s Chicago address, 
“The attitude of the public towards our rail- 
roads is entirely changed. It has come to be 
understood that the railroad is a public servant, 
absolutely dependent upon the will of the pub- 
lic for its existence. It has finally come to be 
appreciated that this servant cannot render a 
proper service unless it is properly housed and 
fed and clothed. The public as a whole is 
prepared to submit to whatever may be neces- 
sary to secure to this servant fair treatment.” 


The Silver Situation. 


The position of the silver market, particu- 
larly in view of the recent interpretation of the 
Pittman Act by the Director of the Mint, is of 
especial interest to American producers of the 
metal. The world’s silver supply now shows a 
tendency to increase and much of our export 
demand is declining. For some time China 
and India, under the provisions of the Pittman 
Act, withdrew large quantities of silver from 
the United States. Mexican production of the 
metal has recently averaged about $6,000,000 
per month. A great deal of melted coin, large- 
ly supplied by France, has recently been avail- 
able in the London market, and has been suf- 
ficient to supply the coinage requirements of 
Great Britain and her colonies and China. 
Now, if India and China, the largest con- 
sumers of silver in the world, should not re- 

uire any of the metal for a long period and 
if at the same time the Continent should con- 
tinue to ship large quantities to London, the 








trade price would probably go considerably be- 
low $1 per fine ounce. 


It will be recalled that the Pittman Act 
authorized the Treasury to melt silver dollars, 
and, to this end, in order to supply the needs 
of Asia, the Treasury actually did melt and sell 
$271,000,000 of silver. The Pittman Act also 
authorized the Treasury to purchase silver in the 
open market at $1 an ounce. In order to re- 
place the great quantity melted, it is estimated 
that the Government will need to purchase the 
entire production of all the silver mines of the 
United States for the next four years. The 
output last year of this country was 55,285,196 
ounces. There is also required about 4,000,000 
ounces a year to provide for new coinage. The 
United States mints also coin silver for Cuba, 
the Philippines, and some South Ameri- 
can countries, and for this purpose only 
silver produced by our own mines will 
be used. 


It was believed in some quarters that under 
the terms of the Pittman Act the mint would 
be required to take all silver offered at $1 an 
ounce, and in view of the lessened demand for 
the metal, in China, for example, it was con- 
sidered not impossible that China, as well as 
Mexico and other countries, might soon be in 
a position to sell large quantities here. 


The United States Treasury has just an- 
nounced officially that it will pay $1 per ounce 
for silver at the Government mints and assay 
offices ; such purchases will be limited to silver 
produced by mines in this country, and as here- 
tofore the silver production of Canada, Mexico, 
and other countries will have to be sold in the 
open market. 


In order to make sure that the silver so of- 
fered is really American production, it is re- 
quired that it be produced and reduced in this 
country. In this connection the Honorable R. 
T. Baker, Director of the Mint, recently issued 
the following statement: 


The provisions of the Pittman Act are mandatory, 
and, in accordance with them, the Secretary of the 
Treasury has given standing orders to the Director 
of the Mint to buy silver at $1.00 per ounce, 1,000 fine, 
delivered at the option of the Director of the Mint, at 
the Assay Office in New York, or the Mints in Phila- 
delphia, Denver and San Francisco, up to the aggre- 
gate amount of two hundred seven million ounces. 
Under the termsof the Act, the silver so purchased 
must be the product both of mines situated in the 
United States and of reduction works so located, and 
clear and unequivocal proof to that effect will be re- 
quired. Forms for such proof may be obtained at said 
Assay office and Mints. 


The certificates which silver producers are 
required to sign before presenting the metal to 
the Treasury must state positively that: “No 
part of said silver was mined outside of the 
United States of America or at any time 
treated by reduction works or refineries located 
outside of the United States.” 


Money Market. 


In May call money was more abundant than 
in April, with narrower fluctuations. Funds 
on renewal were to be had around 7 per cent 
and even less. Time money continued firm, 
with tendency to slightly increased rates. 
Early in the month, loans secured by mixed 
collateral were at 8 per cent, the rate rising 
later to 81%4 per cent, with 9 per cent on all- 
industrial collateral. Toward the end of May 
commercial paper showed a tendency to 
harden, the best names quoting around 7% 
per cent, or an advance of % per cent over the 
preceding week, and of % per cent over the 
rates earlier in the month, with better demand, 
especially from out of town banks, toward the 
end of May. The increase in Federal Reserve 
rediscount rates caused an advance of % per 
cent in rates for open market bills, with trans- 
actions principally for out of town account. 





The Question of Inflation and Deflation. 


The recent action of the Federal Reserve 
Board in declaring that credits must be re- 
duced, and the raising of the discount rate at 
all the large reserve centres, has impressed 
not only the bankers throughout the country 
but all borrowers with the importance of using 
credit as conservatively as circumstances will 
permit. 

Inflation of credit in this country is a direct 
result of the financing of the war, and of the 
conditions brought about by the conflict. The 
same situation which we find here is also to 
be found, in many cases in a more intense de- 
gree, in the other principal countries of the 
world. The stoppage of normal gold ship- 
ments in international commerce, the borrow- 
ings by governments on an unprecedented 
scale, the great rise in the cost of all kinds 
of materials, above all the tremendous exhaus- 
tion of economic resources caused by the 
waste of war itself, and the unproductiveness 
of millions of men during several years, neces- 
sitated the granting of credits for govern- 
mental use, and for private business, on a scale 
which had never before been known. As a 
result, there is a world-wide inflation of credit; 
prices have lost their old relation to the gold 
standard, and the whole world is facing the 
necessity of bringing about deflation as soon 
as conditions will permit. There is no doubt 
about the importance of deflation, but an abrupt 
contraction of credit, particularly in the ordi- 
nary requirements of business, would be harm- 
ful rather than beneficial. It is important that 
inflation, in so far as it springs from excessive 
speculation in markets or commodities, be re- 
stricted. However, it is not feasible to reduce 
rapidly the amount of credit which industrial 
and mercantile concerns are in the habit of 
using at a time when raw materials, wages, 








and the costs of all industrial and commercial 
operations are excessive. 

The problem can only be solved by the ap- 
plication of good judgment to the require- 
ments of individual cases. In the present situ- 
ation of credit, generalization is difficult and 
unwise. The natural counterpoise to an over- 
extended credit situation is a vastly augment- 
ed producton of necessaries, and that is the 
great need of the time. Wages cannot be 


increased, the public cannot go on consuming 
more than ever, the banks cannot continually 
expand their loans, new capital cannot be 
found for the creation of fresh enterprises, in 
the face of diminished output. 


Foreign Trade and the Exchanges. 





In the month of April, our foreign commerce 
showed a considerable decline. Exports dropped 
$135,000,000, and imports $30,000,000, below the 
totals of March. April exports at $684,000,000 
were $135,000,000 below those of the preceding 
month and nearly 30,000,000 below that of April, 
1919, while imports at $495,000,000 were less by 
$30,000,000 than in March of this year. For the 
10-month period ending with April, however, ex- 
ports at $6,734,000,000 showed an increase of $1,- 
034,000,000 over the corresponding period of last 
year, while imports at $4,254,000,000 showed an 
increase of $1,780,000,000 during this same 
period. 

During April the principal export items which 
showed a decline in volume were breadstuffs and 
meat and dairy products. 

As a result of the Hythe conference between 
Premiers Lloyd-George and Millerand, the total 
amount of the German indemnity has been fixed 
at $22,000,000,000. The establishment of a de- 
terminate sum appears to have had a psycological 
influence, not only on the course of the mark, but 
also upon the currencies of some of the countries 
who will be beneficiaries. French francs ad- 
vanced recently to about 8.10 cents and Belgian 
francs to about 8.40 cents, and Italian lire also 
went upward. While it would be a mistake to 
exaggerate the importance of this factor on the 
foreign exchanges, it is probable that the recent 
gains in French and Italian currency are an indi- 
cation of the substantial improvement in their in- 
ternal finances. As a result of largely increased 
taxation, France is assured of receipts which will 
practically meet her current outlay. The internal 
revenue returns for April were about sixty per 
cent above the corresponding receipts for 1914. 
There are abundant indications that France is 
rapidly improving her commercial and financial 
condition. 

Although the announcement of the results of 
Hythe conference had no immediate effect upon 
sterling quotations, the pound has recently moved 
forward and a few days ago reached $3.92. Re- 
cent offerings of sterling commercial bills in New 


York have been very moderate in volume, while 
Canadian exchange has been remarkably quiet for 
some time. 
The table of monthly quotations is as fol- 
lows: 
Ratein New Change 

Unit cents rate from Depre- 

Value Apr.27May25 par. ciation 
Canada wm 1.00 .8975 
Germany wu. .2382 .0175 
TEAL cccgomes: 1900". eae 
Belgium ..... .1930  .0627 
France vee 1930 .0588 
England ....... 4.8665 3.82 
Switzerland... .1930 .1761 
Holland nm. .4020 .3625 
Denmark .... .2680  .1725 
Norway ewe +2680 .1925 
Sweden ..... .2680 .2100 21.64 
Spain acca 1900, 1095: ; 13.47 
Argentina .... .9648 .9762 . ; 15 
Japan 4985 4850 . 4 2.31 


*Premium. 


38.99 
32.84 


The Public Value of Private Investments. 





Professor Charles W. Gerstenberg, of New 
York University, in a recent article has dis- 
cussed the distribution of wealth and the man- 
ner in which private investments are service- 
able to the public. An extract from his article 
is given below: 


Let us look at the problem more concretely. Jones 
has just made $1,000,000. He may (1) invest it ina 
plant making products for which there is a large de- 
mand; (2) invest it in a plant for which there is prac- 
tically no demand; (3) invest it in a “lodge” in the 
Adirondacks, a marble castle on Long Island and a 
superfluity of Crain-Simplex automobiles. The first 
disposal of the capital will benefit society through 
giving the public what it wants, and incidentally Jones 
will make more profits. The second disposal will 
not aid society, but rather injure society by drawing 
off from the production of needed goods capital that 
is buried in the production of unnecessary goods. 
Jones of course gets no benefit. The third disposal 
brings in an infinitesimal benefit to society through 
the beautification of lands (assuming for the sake of 
argument that the structures are not eye-sores) and 
Jones will get such psychic income as the possession 
of these monuments to past achievements may yield. 
Practically, then, benefit comes to Jones and society 
only when profits are invested in profit-making en- 
terprise. Out of the profits of that enterprise Jones 
may consume some income in personal living and 
may invest the rest in additional productive enter- 
prise. Only that portion that Jones personally con- 
sumes really belongs to him. The rest is used for 
producing goods that society needs and demands. To 
the extent then that Jones consumes riotously or 
invests unwisely he draws capital from productive 
enterprises and from society, and to that extent he is 
to be condemned. But to the extent that he invests 
in productive enterprise, he will contribute to the 
progress of society. 

Who better than Jones, if he continues to make 
profits, should have control of enterprise? He has 
the incentive to contribute to productive enterprise, 
stands to lose if he does not, and has demonstrated 
his ability. 

But, it may be objected, cannot Jones make too 
much profits. Indeed if he does he may become 
wasteful in his methods. That may be true, but the 
remedy is not to take away profits arbitrarily, but to 
reduce them by bringing in competitors who will re- 
duce tthe active demands of society for Jones’s prod- 
ucts by increasing the supply of these products, And 
as business men become more astute this process of 
concentrating and mobilizing capital where it is most 
needed will be speeded up, and irrationally large 
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profits will become proportionately difficult to realize. 

But take away the profits and immediately you re- 
move the incentive for saving and encourage waste. 
What more apt and convincing illustration could we 
have than our present system of appropriating a large 
part of business profits through the operation of our 
tax laws? Compare if you will the volume of adver- 
tising carried in our popular magazines at present 
with the amount carried in 1915 or 1916, 


Bond Market. 


During May the bond market developed two 
conflicting currents which made it difficult to 
obtain a clear focus on the trend of investment 
tendencies. While the railroads and a few of 
the industrials and public utilities were suc- 
cessful in disposing of substantial amounts of 
new issues at attractive prices, the general 
market steadily declined carrying United 
States Government and municipal bonds to ex- 
tremely low quotations. In reviewing the 
month, therefore, a clear picture cannot be ob- 
tained for it is impossible to bring the lense 
into focus. 

Following the successful flotation of the 
Pennsylvania and New York Central issues 
during April, the month opened with cheerful 
indications, but the secondary market soon be- 
came reactionary and general issues seesawed 
backward and forward with prices declining 
each day until new low records were estab- 
lished in many standard issues. The large vol- 
ume of new railroad financing militated against 
traders in the market absorbing substantial 
blocks of the older issues which were freely 
offered. The dealers as a class have apparent- 
ly been keeping their shelves clean in order to 
participate in the seven per cent coupons which 
have developed a considerable vogue in the 
present market. The investor today is ap- 
parently disregarding yield and is showing a 
decided preference for new seven per cent is- 
sues at par rather than lower coupons at a 
substantial discount. 


Government and Municipal Issues, 


The proposed soldiers’ bonus bill, which sug- 
gests a new issue of government bonds, seemed 
to be the dominant factor in the government 
market throughout the month, and in addition 
large holders of government bonds seemed in- 
clined to throw their holdings in the market 
regardless of quotations. Violent fluctuations 
resulted and during the middle of the month 
the 314% Liberty bonds sold to a new low rec- 
ord of 89.30, while the Second 4%s sold to 
81.10, the Third 4%s to 85.80, the Fourth 4%4s 
to 82 and the Victory 434s to 94.70. For the 
week ending May 22 the total volume of Lib- 
erty sales on the New York Stock Exchange 
was $123,135,100, the largest volume of busi- 
ness being recorded on Wednesday, when $30,- 
300,500 were sold. This total was only ex- 
ceeded last December when in one day the sales 
reached $33,368,000, At that “period, however, 
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losses were taken for income tax purposes, while 
today clients are actually selling their bonds as 
the result of the strained condition of the 
money market. 


The decline in government bonds found its 
direct reflection in the municipal market, which 
was extremely dull. Early in the month $380,- 
000 Nashville, Tennessee, 6% serial Bonds 
were sold on a 5.75% basis. The last previous 
sale of Nashville bonds was in June 1919, when 
$1,171,000 serial 5s sold on a 4.80% basis. This 
represents a decline in less than a year of 9 
points on a ten-year bond and over 15 points 
on a twenty-year bond. In April 1917 the city 
sold an issue of serial 5s on a 4.74% basis, 
which is about 25 points above the present mar- 
ket level. As a result of these conditions many 
municipal offerings were withdrawn and in the 
following cases no bids were received or the 
prices were so low that the offers were de- 
clined: 
$2,000,000 City ef Philadelphia School District 4%% 

4,000,000 2 School District 54% Bonds 
2,722,400 Cincinnati, Ohio 5% Bonds 
7,281,000 Pittsburgh, Penn. 1-30 Year 5% Bonds 

635,000 Roanoke, Va., 442% Bonds 

500,000 State of Delaware 40-Year 4%% Bonds 

Of the Pittsburgh bonds $2,901,000 were 
later sold on a 5% basis. Other offerings in- 
cluded: 
$1,740,000 State of Utah Road 4%% Bonds on a 5.30% 


basis 
1,000,000 State of Oregon 4%% Bonds on a 54% 
basi 


asis 
650,000 Jamestown, New York, 54% and 5%% 
Bonds on a 5% basis 
Two issues of Canadian Province bonds were 
offered: 
$3,000,000 Province of Nova Scotia 6% Bonds on a 
7.30% basis 


Tc 
2,000,000 0 nae of Alberta 6% Bonds on a 7%% 
asis 


Railroad and Corporate Issues. 


The encouraging feature of the month, in 
view of stringent money conditions, was the 
successful flotation of a large number of rail- 
road issues including many equipments. De- 
clines of the month brought high-grade rails 
to an average price about 25 points below the 
high level of January 1917, while second grade 
rails reached a level of 2414 points. The new is- 
sues, however, continued in demand. The 
Pennsylvania Railroad Ten-Year %s which 
were sold last month at par reached a high quo- 
tation of 102 and ruled between this figure and 
101%. During the month a total of $75,000,- 
000 railroad bonds were reported sold, the 
more important issues including: 
$25,000,000 Pacific Fruit Express 7% Equipment Trust 

Certificates to yield 7% 
15,000,000 Canadian National Railways 7% Equip- 
ment Trust Certificates to yield 7.10% 
10,000,000 Delaware & Hudson 7% Bonds to yield 7% 


7,500,000 na & Nashville 7% Notes to yield 
lo 


















6,000,000 Atlantic Coast Line 7% Notes to yield 7% 
4,500,000 Northern Pacific Railway 7% Equipment 
Trust Certificates to yield 7% 


It is estimated that a total of $221,828,000 of 
railroad issues has been sold since the first of 
the year. 

Public utilities as a class, eliminating trac- 
tion issues, are showing excellent statements 
of earnings and investors, realizing that the 
declines have now reached a level of 37 points 
below January 1917, have participated in the 
new Offerings, which were in larger volume 
during May than for some time past. The new 
issues include: 


$10,000,000 Detroit Edison Co. 6% Bonds to yield over 
7 


7) 

6,000,000 American Light & Traction 6% Notes to 
yield 74% 

5,000,000 Southern California Edison Co. 6% Bonds 
to yield 7% 

4,000,000 Abitibi Power & Paper Co. 6% Bonds to 
yield about 6.70% 

2,000,000 Monongahela Valley Traction 7% Notes to 
yield over 8%% 

2,000,000 Northern Ohio Traction & Light 7% Bonds 
to yield 7.85% 

2,200,000 American Gas Company of Philadelphia 
7% Notes to yield 8% 

1,500,000 Eastern Texas Electric Co. 7% Notes to 
yield about 8% 

1,000,000 Los Angeles Gas & Electric 7% Bonds to 
yield 74% 

600,000 Monongahela Valley Traction Co. 7% 

Bonds to yield 8%% 


The combined average of 40 active corporate 
issues as reported by the Wall Street Journal 


on May 27 was 72.42 compared with 74.09 on 
April 27 and 85.84 on May 27, 1919. 
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Discount Rates. 





Rates on paper discounted for member banks in effect 
May 25, 1920. 








Discounted bills Discouuted bills 
maturing within 90 3 @ | secured otherwise than 
days (including Bice by Government war 
memberbanks’ 15-day § z gs obligations, also 
collateral notes) on “ unsecured, maturing 
Federal Reserve |__eremir” | Hg iE ___ itn 
Banks Treasury |3 2! o BS B| 90 days ; 
certificates of z 2) & 4 3 t | (including Pek Sod 
indebtedness | z » i E% pene 
i * § 5 @| 15-day and live- 
> 


collateral | stock 


All 
54% | cher notes) | paper) 























Boston sss oo: 8S GSS 
New York....... 5 5 5% 5 6 
Philadelphia... 544 *5 5% 5% 6 
Cleveland ...... 5% * 5% 5% 5% 
Richmond ...... 5% 5 5%5 6 
Atlanta “....... -5%*5 5% 5% 6 
Chicago crsreree 6 5% 6 
St. Louis ...... 5% *5 5% 5% 6 
Minneapolis... 5% 5 6 5 5% 


Kansas City..5 5 5% 5% 6 
Dallas ....scco 5 5 5% 5% 6 


DANDAANAAAAAAAA 
DANAADNDANAADAAAN 


San Francisco 54 5% 53% 5% 6 





NOTE 1.—Rate on paper secured by War Finance Cor- 
poration bonds 1 per cent higher than rate on commercial 
paper shown in column 6. 


NOTE 2.—Rates shown for St. Louis, Kansas City and 
Dallas are normal rates, applying to discounts not in ex- 
cess of basic lines fixed for each member bank by the Fed- 
eral Reserve Bank. Rates on discounts in excess of the 
basic lines are subject to % per cent progressive increase 
for each 25 per cent which the amount of accommodation 
extended exceeds the basic line. 


*51%4 per cent on paper secured by Treasury certificates 
bearing interest at 54% per cent. 





























THE TRUST DEPARTMENT 


of The National City Bank of New York is authorized to 
act in any fiduciary capacity in which state banks and 
trust companies in New York State are permitted to act. 


FOR THE INDIVIDUAL 


Care of Securities—Collection and distribution of income; in- 
vestment of funds; keeping accounts and preparation of data for in- 
come tax returns. 


Living Trusts—As your trustee during your lifetime, holding 
securities and other property and applying the income and principal 
as you direct. 


Executor and Trustee under Wil]—protection of your 
estate through prudent management. 


Administrator—By court appointment at the request of heirs. 


Guardian—For the property of minors and incompetents. 


FOR CORPORATIONS 
Trustee—Under mortgage indentures or other agreements. 


Transfer Agent and Registrar—stocks, bonds and notes. 


Paying Agent—For dividends, coupons, and principal of bonds 


and notes. 


Depositary—Under escrow and reorganization agreements. 
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THE NATIONAL CITY BANK 
OF NEW YORK 


Resources More Than One Billion Dollars 
































